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,h ° ' 8 m * °' 3 f,re c°n< racl and vanous pnncptes wn.cn to me 



Definition 




insurarx^^usin^^awitrarlfif ^ siness of ®ff®ctmg, otherwise than incidentally to some other dass of 

H^ ance a9a,nstloss Ky or incidental to fire or Uer occurrence 
oman y mauoed among the nsks insured against In fire insurance policies 


defined as an agreement between the insurers and the insured 

whereby the insurers having received premium, undertake to make good the 
financial loss, (subject to the sum insured) 

[ suffered by the insured as a result of damage or destruction of the insured property 

by fire or other specified perils, during a stated period 
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Sasic principles 

Utmost good faith 
o f Indemnit y 
Insurable interest 
Proximate cause 


Utmost good faith 


Contribution 


Subrogation 


The insured has the duty to disclose all matenai 
which have a bearing on the insurance 


facts. 


\ 


Insurable interest 


The requirement of insurable interest gives legal validity ] 
to insurance contracts and distinguishes them from 
mere wagers 


1 


Principle of indemnity 

Fire insurances are contracts 
of indemnity. Their object is 
to place the insured, as far 
as possible, in the same 
financial position after a loss 
as that object was 
nm^iatel^tefo^^^^^^^ 


Subrogation 


Contribution 


If the loss suffered by the insured^ 
is recoverable from third parties 
who are responsible for the loss, 
the insured’s rights of recovery 
are transferred or subrogated to 
the insurers when they indemnify 
the loss ■ 


Provides that if the same property 

is Insured under more than one 
policy, insured cannot recover 
more than his loss; he can 
recover only a rate-able 
proportion of the loss under each 
■ policy 
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Baste Principles and The Fire Policy 


Fire Tariff 



regulations, rates. advanta^? 0 temls^ and conditjoTs f T, J G Tar,ff Advisor V Committee have laid down rules, 
of Pari MB of the Insurance Act. 1936 (as amended) ' nsurance bus,ness in lnd, a under the provisions 



Operative clautio consists of 
preamble, perils covered and 
limitation of the sum assured 





Wt-'Jrw jftff 


Chapter 1 
Basic Principles and The Fire Policy 


Perils Covered 


H Fire 

-r 

Lightning 

— 1 

Explosion / Implosion 

— 1 

Aircraft damage 

H 

Riot, strike, malicious and terronsm damage 

H 

Terrorism damage exclusion warrantee 

H 

Storm, cyclone, typhoon, tempest, hurricane, tornado, flood and inundation 

H 

Impact Damage 

H 

Subsidence and landslide including rockslide 

— L 

Bursting and / or overflowing or water tanks, apparatus and pipes 

j Missile testing operations | 

— Leakage from automatic sprinkler installation | 

Bush fire 




ir» ana UOffaoquentlal Loll insurant 
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Reinstatement of Sum Insured Condition 

TCT^Hr^KKrton»oquon!!an^s?fn»uranc? 
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Add on covers are extensions of the Fire policy on payment of additional premium and granted 
by attachment of endorsements. 


These extensions relate to additional perils (earlier known as special perils) or additional 
coverage's. 


The sum insured of add on peril is kept identical to sum insured of the policy 


Combustion (by Fire Only) 


The extension provides cover in respect of spontaneous combustion causing loss or damage by Fire 

Only" 
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Deterioration of stocks in cold storage premises due to change in temperature arising out of loss 
or damage to the cold storage machinery (ies) In the insured's premises due to operation of 

insured peril 

The damage occumng to the insured’s machinery equipment or premises due to an insured peril is 
covered under basic Fire policy but the damage to stocks may be due to change in temperature 
because the machinery maintaining the temperature has been damaged due to an insured penl Le- 
the operating peril may not have caused the direct damage to the stocks 


Architects. Consultants etc Fees (in excess of 3%) 


endorsement provides cover for Architects, etc fees up to 7.50% of the claim amount 





The extension endorsement provides cover for Debris Removal up to 10.00% 


Debris Removal (in excess of 1%) 
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Add on r ■ m * •> ' • 

II Z M 8pecla ' p olicl«* ;6m. 

Omission to in sum a^ui~ 

u»urs, Additions, Ai __ - . 

7^^ '* or Extensions Clause 

i ho extension is applicable 10 ill n,. , huiMiM. u 

furniture ami fittings and not stocks) dm iamfSSJ!^ kEHHF*' Other contents (means 

— may b0Com ^ rosponsiSo ^ ° f 8Cqulre ° f f ° f Whlch ,hey 

Spoll. 9 » Material 0«ma 9 . Cover 

The policy may be extended to cover material H Qma „ u 

e a dama ge by perils causing spoilage damage to 

a) Loss of stock in process 

b) Damage to machmefy. containers and equipment (including cost of removal of debris and cleaning) 

Leakage and Contamination cover 

Tht polic) may be extended to cover accidental leakage and contamination or accidental leakage and 

applies to oils and chemicals only 



Temporary removal of stocks clause 
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Loss of Rent Clause 

Only if the said building or any part becomes unfit for occupation and the amount payable shall not 
exceed such portion of the sum insured on Rent as the period necessary for reinstatement bears to the 

rent insured 


Insurance of Additional Expenses of Rent for An Alternative Accommodation 


This extension is for non manufacturing premises only, under Fire Policy; excluding building of kuttcha 
wSdion; unfit for occupation; for a maximum period of indemnity not to exceed three years 



Start up Expenses 


The oolicv to cover start up costs necessarily and reasonably incurred consequent upon loss or 
y damage by this policy 
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meet 


t tcaUtion cliuio 

Escalation of Sum Insured is applicable for Building, Machinery end ******* and not for Stocfce 

Escalation clause provides for .in automatic increase in surn insured from the day of inception of cover 

The sum insured in force f, t Ihe lime of commencement of the Policy Is allowed to Increase on deify bests 

lo the extent of 1/305 of specified percentage 

The maximum increase in percentage allowed is up to 25% of sum Insured from the day of inception of 

policy 

The premium charged Is 50% of the final rate on Ihe specified increase in sum Insured 
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Reinstatement Value Policies (RIV) clause 


. /■ /*.«*. 

♦ O^jsrr 



The reinstatement value policy provides a basis of fixing sum insured on the flro policy 
form with a Reinstatement Value memorandum Incorporated therein 


This RIV policy Is Issued In rospect of building, plant, machinery, furniture, fixture and 

fittings only and not on slocks 


This RIV Policy differs from the fire policy in Ihe basis of fixing Ihe sum insured and 

settlement of claims 



Local Authorities Clause 

Reinstatement Value Policy may bo extended to cover additional cost of reinstatement Incurred by the 
insurer! to comply with regulations enforced by Authorities by incorporating tho following Local 

Aulhorilies clause In the policy 





■ 
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Declaration Policies 


The Tariff Rule* for Declaration Polices are as follow. 

a) The minimum sum insured shall be Rs 1 Crore 

Reduction of sum Insured shall not be allowed under any circumstances 

C ' ^declarations based on the average of the highest value at risk on each day or highest value 

e ' ‘™ y <* y of the mon,h shal) he submitted by the Insured latest by the last day of the succeeding 


di The basis of value for declaration shall be the Market Value unless otherwise agreed to between 
insurers and Insured. 

e ) Refund of premium on adjustment based on the declarations / cancellations shall not exceed 50% of 
the total premium. 

fl It is not permissible to issue Declaration policy in respect of: 


□ Insurance required for a short period 

□ Stocks undergoing process 

□ Stocks at Railway sidings 
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Floater Policies 


Floating policies (also known as Floater Policies) are granted to cover under a single policy, stocks which 
fluctuate between different locations 


Floater Declaration Policies 

Finat^r Declaration Policies subject to a minimum sum insured of Rs.2 crores and compliance with the 
Rules for Declaration policies except that the minimum retention shall be 80% of the annual premium 


Special Clause* 


Agreed Bank Clause 

All policies in which a Bank/ Financial Institution has Interest shall be .ssued in the name of Bank 
nna^lnsbtu^n and owner or mortgagor and shall contain a suitable clause to protect their interest 

The clause provides 

received by the Bank as Agents for such other parties 
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Fire Hazard* and Fire Prevention 


Fire Load 


•O'-a, 


load is denned as the quantity of heat liberated, per unit of floor area, when a building and its contents 
are completely burnt 


Three ma«r classes of occupancies conforming to the relevant Indian Standard Specification 


Moderate fire load 


Generally, residential 
premises, offices, hotels, 
etc. 


Generally retail shops 
and factory buildings 


High fire load 


Generally bulk storage 
godowns and 
warehouses 
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Fire Resistance 


| Tne term Tire resistance' gives the time span during which a construction offers resistance to a standard 
I fire 


To evaluate fire resistance, the different components of structure that are evaluated are : 

□ Constructional hazards 

□ Exposure hazards 

□ Height 

□ Size 

J Silent nsk 

□ Haza rds ansing from goods 

□ Miscellaneous hazards 


J 


Exposure hazard arises due to contiguity or closeness of the exposed property (premises 
or buildings) to adjoining or neighbouring premises or buildings from which a fire may 
spread and/or loss or damage from fire, smoke, heat, water or breakage may result 


_J 
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Exposure Hazard 

The three mam factors in the consideration of 

«J Constructional features 
«J Distance from other buildings and 
Conditions existing bet ween buildings 

Constructional features 


exposure hazard are 


• Non standard Construction; Unsatisfactory party walls; Areas 

• Distance from Other Buildings adjoining/ non adjoining 

buildings 


Height 


• Height above 22 meters is added exposure due to 

Size 


• The greater the size of the building, the greater will be the fire hazard. More values are at 
risk in a large building than in a small one. Large size makes it more difficult to locate and 
fight an outbreak of fire. 
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Fire Hazards and Fire Prevention 


• A manufacturing risk is deemed to be silent when it is not used for manufacturing and 
storage purposes 





Hazards arising from Goods 



The classification is generally based on following features 


J Ease of Ignition 
J Speed and Intensity of burning 
J Method of Packing 
'J Explosion 
J Contamination 
J Interaction with other materials 
J Toxicity 

J Difficulty of fire extinguishment 








Combustion, that Is tgniUon or visible burning, occurs when heat from an external source is applied to a 
substance 




• Apart from hazards arising out of construction, exposure etc., there are hazards of fire, 
explosion etc. involved in manufacturing equipment and activities 
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Fire Prevention 


Fire Extinguishment Systems 


When fire is detected in its early stages, trained personnel can easily extinguish it using first aid 
appliances. Automatic fire detection systems can help minimise fire losses These detectors are actually 
activated by smoke, radiation or heat. 


The different fire extinguishment systems are as follows. 



First Aid Appliances 


• These are portable extinguishers, buckets and internal hose reels designed for use on fire 
in the early stage 





External Appliances 

• These are mobile mechanically driven fire engines and traitor pumps and hydrant system 
installed in the compound Hydrant systems involve the provision of adequate water 
supplies along with piping, hoses, nozzles etc by means of which water can be brouqht to 
the site of fire 

IC-57 Fir* and Consequential Loss Insurance 











Chaptoi * * 

Fir* Hazards and Fir* Fie* 




• This is a device designed for automatic detection and extinguishment of n fire tiy the use of 
water m its initial stages Its operation simultaneously causes an alarm boll to sound 



Special Extinguishment i 


Automatic medium and high velocity water spray systems, are used to protect special 
hazards 





Carbon dioxide extinguishers 


• Used chiefly for fires in electrical equipment or flammable liquids and are not suitable for 
fire in ordinary combustibles 


Dry chemical extinguishers 


• These are recommended for flammable liquid and electrical fires (bi excluding delicate 
electrical equipment such as telephone switch boards, computers, etc ) 
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• These are recommended for fires in flammable liquids of the oil and gasoline types. They 
are not suitable for fires in ordinary combustibles or in electrical equipment. 


Foam systems 




Mutual Aid Scheme 

• These operate where there are 2 or more industrial plants, warehouses and public utilities 
These units use their resources to help each other when fire occurs in one of the members’ 
premises 


Good Housekeeping 

• The term embraces all measures taken by a progressive management to promote 
efficiency and foster safety at the work place 
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Prohibition of Smoking " 11 

• Smoking oe^g cause of innumerable fires . requires specified time and place to be 
permitted to save from greater hazards from clandestine smoking 


Combustible Litter 

• Arrangements to remove Trade waste frequently in Factones and warehouses without 
endangering any thing until it is safety disposed 
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h * ,p iff IH» nil»* «rul regulation! (prtu tibml in Mciion 1 erf in# 

^______ K P° i>cw>> - partial insutam «>, can. ellaiitm nf polities ami mkj farm tovnr 


Policy 


The general oiles ami regulation* prescribed in tteotlun I of lh« erstwhile tariff ara npplluitjta lo all 
sections of Ihe lanf! Those rule* am now observed by in mm aa good pm. n. » 




► Standard I ire and Special Partis Pofli y (an par wonting shown in f ir., lion II) will. I!.* 
permitted Add on* oovera (So. lion VIII) it any. only can Im lanun.l 


Policy! — 


Policies should be road together with thn proposal form, schedule tpScifM niton 
endorsements, warranties ami clauses lor which suilahlo formats may ho devised by 
insurers 


Polictes covering buildings and I or contents shall show block wise separate amounts on 
J Building 

J Machinery and Accessories 
J Stock and Stock-In-Process 
_J Furniture and other contents 
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These policies ate Issued only for items for which market value 
cannot bo ascertained 


These policies are issued for more than 12 months only for 

dwellings 


latlon of 
Policies 


If insurance is 
cancelled at the 
option of 




Pro-rata refund 


J 


The Insured; Retention of premium shall bo at short period scale 


The Insuror: Rofund of premium shall Im on pro rata basis 
On account ol a Government order 

premium may be I comp | e ,| 0n Q | a "Building In cotirso ol construction 

allowed if a policy 
i» cancelled 


Whore building is demolished 
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Partial Insurance 

a) It is not permissible to issue policy 

□ Covering certain portions only of a buildings However plinlh and foundations or the found*’" 

only of a bufcfcng may be excluded t . . 

J Covering only specified machinery (except Boilers), parts of machine or accessories Iherof . 

n the same Mock buridmg 

b) It is permissible for each owner to insure separately 

J Where p ortions of a building or machinery therein are in different ownership but to the Ml extant of 
has interest to be deerty defined in the policy. - - 



Short period rates 


□ 

□ 


for a period less than 12 months are to be rated at short period rates 
Extension of short period policies are not permitted 
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Mid-Term Cover 


a) Generally. It is not permissible to grant mid-term cover for STF1 and / or RSMTD penis 

However ehere such covers are granted mid-term, the following provisions shall apply 

J Insurers must receive specific advice from the insured accompanied by payment of additional 
premium m cash or by a demand draft 

J The cover shall be granted for the entire property under one or more policies 
J Cover shall commence 1 5 days after the receipt of premium 

J Premium rates shall be charged on short period scale on full sum insured for the balance period i e 
up to the expay of the policy 


b) Mid term increase in Sum Insured is allowed on pro rata basis and decrease in Sum Insured 
short period basis 


Rules relating to kutcha construction requires additional premium Q Rs 4 per miiiee 


P.r H.llny 


S** mean. ew r tie. mii be charged il rta own mem. at appecebte rate 0# premium e g . 
Risks in Multiple Occupancy Industrial Estate 



£ 
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e) Silent risks: Rates are provided for factories where no manufacturing / stor ige a< t j\' » • nr ■> - r i 

out or factories which go silent for 30 days or more 


Claims experience discount 


i) Claims Experience discount can be granted on the basis of incurred t 
of all the policies covering the insured’s interest on the principle of one ris> 



ii) of the preceding three policy periods 


Fire Extinguishing Appliances discount can be granted, as per scale, subject to the following: 

□ System shall be erected and tested as per the relevant regulations. 

□ Certificate from Professionals/ Professional Agencies confirming the efficiency of the system and its 
compliance with the Rules shall be submitted by the Insured. 

□ The installation shall be maintained in efficient working order at all times and annual maintenance 
contract with an external agency shall be in force 
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Simple Risks 

are Dwe< ->gs f ° Ur types of llm P l8 occupancies Some y* % 

are earned out Hospitals Showrooms where goods are kept for d*p<ay and no safes 

3 Restaurants Motets. 

n l|^on-hazanckxis goods). Laundries. Amusement Parks 

-J Shops (hazardous goods). 

b' List of Hazardous goods is provided in the Tariff 

c Rates are provided separately for buildings and contents 

Certain speafic rules are applicable to the simple risks of this section 

stored OP^ area adjacent to insured s premises 
Incidental operations; 

Presence of hazardous goods not exceeding 5% of total stocks value of non hazardous shops 
Loading of 10% for Seasonal storage of crackers 
Reduction in premium for deletion of STFI &/or RSMD penis 
Long tenr: ooiicies to House /Flat owners only for three or more years 


□ 

□ 

□ 

□ 

□ 




Industrial I Manufacturing Risks (Section IV) 


Ra.es are provided for about 205 industrial / manufacturing nsks arranged in alpriabetical order 
Applicability of Concept of One Risk One Rate for Industrial / Manufacturing Risks 
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Utilities (Section V) 


This Section provides rates for utilities located outside the industnal / manufacturing risks (Stand 


Storage Risks (Section VI) 


' ~ ~ 7! fnr different tvoes of goods stored in godowns / silos or in the open 

manufacturing risks subjecl to class, ficaflori of Goods; Mafenals 


Rates are . 

outside the compound 
and rates are linked with warrantees 


This section ptovides reprcsenfaftve^^ 


Tanks / Gas Holders (Section VII) 

holders and tanks located outside the compound of 
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Intro: This chapter discusses about the contents of the proposal form and objectives of the 
inspection report 


Ut.y?-! mi” 


The proposal form for Standard Fire and Special perils policy in current use. generally speaking 
uniform format as provided in tariff 


The form Incorporate* a note 

The property proposed for insurance Is not covered until the proposal Is accepted and premium paid 
contents of the form include the following: — 


D 


Details about proposer 
Coverage 
Details of Property 
Details of Sum Insured 
Declaration Clause 


IC-57 Fire and Consequential Loss In urance 


4 M-Q 4-Q WIJ-W J-M 


(name id 




Chapter 5 
Documents 


Risk inspection report 


• Immrmm* 


factories, huge plants or industrial complexes with a large number of 


by ,he lnsu,er ' s enainews 


Objective of inspection report 


The mam object is to provide theundemriter witha complete P‘ c ^ of the various 

0. - schedule . speech. 


Scope of a Risk Inspection Report 

isk Improvement ; ana — 

! Prem ’ SeS 31 flS ^= ,r.S7 Fire and Consequential Loss Insurance 
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Cover note 
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Acceptance cum Recoipts / Covor note 


There may be a time lag between the receipt of a 
proposal and the issue of the policy 


lending preparation of the policy. Insurers provide 
evidence of insurance protection through the iv, je 
of an Acceptance cum Rocelpt and / or a Cover 


Policy Drafting 




Fire Policy is drafted based on information furnished in Proposal Form and Cover note which is replaced by 
the Policy 


Drafting of the policies means completion of the schedule which forms part of the fire policy 


The Schedule provides for all individual details of the insurance contract 
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Policy Schedule 


Thp rules orovide that policies covering buildings and l or contents shall show block wise separate 
■ ne ■ uim h amounts on 



Building 


Machinery and Accessories 


Stock and Stock-in-Process 


Furniture and other contents 


categories of data 


i ' 

«r 
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Warranties and Clause* 

* ore inserted tor a t|)ecifit: purpose All fire pollciot Incorporate warranties 

Gtmoirtl Warranties n g Construction warrantee. Terrorism doletlon warrantee 
W hanr * A discount is gran ted the following Ft A warranty is Inserted 

Warranties are ImKed to rates charged, process of manufacture attracting different rates 
Printed form of warrantee is generally attar Med 


Renewal Notice 
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Special clauses 

Specific Clauses, Extensions ate also attached and referred ro In the schedule 

Clauses referred lo as In bu.lt covers’ are also allached vtt. Architects. Surveyors. Cohsultant, (ess 
cover In standard SFSP Policy. 

The policy is made subject to other clauses too: 

□ Agreed Bank clause 

□ Declaration clause 

□ Floater clause 

□ Floater declaration clause 

□ Reinstatement Value Clause 

□ Local Authonties clause 

□ Escalation clause 

□ Earthquake extension clause 
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Endorsements 


may °' " n<l0,sem ” nl *° ,dln 8 « •» 

Endorsomsnts ara issued lor makm 9 Ihe following changes, which are common: 

J mr^i? me ",“ m ~ lhe lnsur<Kl ' chfln 9e in Internal 
o L ks namo or 01 a "" a "c'»i m»ttuition 

u AlSr, h r r s ” l0Ca " 0n 01 lhe pro P 6rt V Insured 

(J Variations in the T ' * * chan9e ln 'Is occupalion or construction, 
n a,,ons ,n tne sum insured 

A,,eration * *he period of insurance. 

Cf 1Gm WOUld have lhe same ba S'c information as is found in the policy format 
An endorsement alteration 

the following words affPC,s f,art of the policy only. Therefore, all endorsements end with 


“Subject otherwise to all other terms a t 


this policy." 
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Intro: This chapter discusses the concept of underwriting, its objectives and underwriting factors 
including PML estimation. PML error and PML burst besides Fire treaty reinsurance using 
application of PML concepts 


Underwriting factors 


The term ‘underwriting' is broadly used to denote the principles and practices concerning 


Treatment of the 
balance through 
reinsurance 
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th. ^ZHSTZl ,h V' ,r *pared to retain for own account 

\rm alternative term* used aw *110111* and “net soldi 



Th. Individual feature. In th. rrek. which attart Hmlu may b. con.ld.rwl .. lollow. 


Construction and 
j occupancy 

The probable effects of 
any outbreak of Are on 
the stocks and the 
possibilities of salvage 

1 1 

Fire protection 

The situation of the nsk 

‘ 1 
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Tfw i* rm Maximum Probable Loss' (also known as "Estimated Probable Loss* - EML) refers to the 
insurer s estimate of potential liability in the worst event 


PML Concept is one of the main tools used In 
underwriting especially m properly insurance 
underwriting T tie understanding and use of 
concept enables an Insurer to 


Maximise his retention capacity and the returns 


Control the exposure for the own account 


] 


Use the nght combination of reinsurance 
techniques to manage the risk ] 


•M nit—- f tp— “ y » dafeftninad bawd on Nw» Worth. Prewfum Volum.; Spread o ( pon fow 


of pcwntum rnlaa . kn». mho arid finally rnHUflQomonf philosophy 
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PML Error / PML Buret 


The term generally denotes an actual loss being larger in si/e than PMI estimate* Too low an 

| estimate of PML and resultant higher retention may prove disastrous In the event of PML BURST 

■ s " Vl " ^ ■ i : i ■ 1 1 ■ n t h ' n s ,iif related to Sum Insured limit luiiy BWWd by usurer 


Reinsurance ts an arrangement whereby Direct Insurer who has Insured a nsk Insures a part of that risk 
again with another insurer, that is to say. reinsures a part of the risk in order to reduce his own liability 


Methods of reinsurance 


Methods of 
reinsurance 


Facultative 


Treaty 


Proportional 


- Non-proportional 
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Proportional Treaties 


Under i 


HoririA* the oart of the original insurance, It wishes to 


Tfie most common | 
forms of — 


Quota Share Treaty 


Quota SHARE treaty, the ceding insurer is 
bound to cede and the remsurei bound to 
accept a rued share of every nsk coming within 
the scope of the treaty 



Surnlus Treaty covens surplus of n nsk beyond 
the amount of the coding insurer s retention 


•nls viz EO 01 PI-COO 


"S7 FI.. C«~.«v.sll.l 
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Based on risk profile data ar 
underwriting information, an est. > . 

the CAT - PML for the treaty « a , nve 
hart market conditions, reinsurers msisi 
on additional control measures 
restrictions in the form of 


iC 

Aggregate Cewuon Limit 

\ 

Per Event Loss Limit 


P 




Annual Loss Limit to reduce Ihe scope of cov< r to .• Umg 
insurers on treaties 




Proportional Treaties — 



Loss - to cover heavy loss caused by a single Fire, Underwriting 
[ransactions of special perils or Risks in a conflagration district or a 
‘ area 


PML in CAT XoL - Losses caused by weather . natural or political perils. 
XoL is determined on Maximum loss potential from a single event. 
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Regulations and guidelines for fire insurance underwriting 


Peril wise monitoring: Aggregate exposure Monitoring by dividing Geographical area in Manageable 
units like PIN code and it could be State level for windstorm or Earthquake and district level for Flood 


sable 

lU 




Over estimation of PML Vs Under utilisation of capacity: PML factor is applied on the known 
aggregate exposed sum to arrive at a potential loss insured The rate is decided on exposure of cover to 
losses on ‘Burning Cost’s Method'. 


The burning cost' is arrived at by taking a fixed period (say 4 years) and computing the ratio of the 
claims paid and outstanding for the share of the excess of loss reinsurers to Ihe gross net premium 
income of the company for the period 


[ CRESTA's main goal is to establish a uniform and global system to transfer, electronically, aggregated 
exposure data for accumulation risk control and modelling among insurers and reinsurers J 
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Excess d Loss covers 


Per Riek Cover* to protect Ion effecting an nrkrriu* t*k 



RETROCESSIOW Rar^w, f ^rtnfl Ip pcc««*nfl bn«« o< tmtmm by 

International classification and nomenclature 




^ S - T * 10 i,ans,< *' <***°°**»y »&»*<* 


insurers and reinsurers 
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CRESTA s ^ 3 S 19 Zones far ncia ^ cresta og 


Determining country-specific zones for the uniform and detailed reporting of 

' exposure data usually reiatin§Joj]atural_hazards_ 


CRESTA** main 


Promoting a template to exchange exposure data m the industry based on the 
ACORD sta ndard 

Offer a mapping service to visualise values based on CRESTA zones 
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I ™th '^Tnsura^ 6 '^^^^^' 3^7 ^ arran98d B> °' C Re consulla " on 

I maximise re , e n„on "ZThe counuy ■„ ££ ^ “ '° 


Methods adopted tor achieving Reinsurance Objectives by GIC Re 

1 Underwriting on Probable Maximum Loss basis 

2. Statutory Obligatory cessions 

3. Classification of Risks 

1 . Non Risk Booked 

2. Risk Booked 

3. Listed Risks - underwriting is centralsied at GIC Re 
GIC Facultative : Surplus over Gross capacity of the Market and protected by Exces of Loss cover 
Net retained Facultative account is again shared with Insurers 
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The key ingredients of general 
insurance product pricing are 



Claims cost 


l Business acquisition cost 


Management expenses 


Margin for fluctuation in claims expenence 


Reasonable profit 
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reinventing the principles of underwriting 


frnn^ 0 ** ^ Underwriting: Is to assess the extent to which th© risk presented departs in any respects 
mmltUi tihon~ an< ^ so. to what extent additional hazards can be mitigated and at what rating 

Prudent Underwriting: means offenng nsks which are quantifiable and manageable and where the 

pnemium can be property assessed. 

Corporate Governance: to involve the Board in deciding the Underwnting Philosophy of the insurer in 
the matter of the underwnting expectations. 
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a) THE UNDERWRITING PHILOSOPHY of the insurer In the matter of the underwnting Profit 
expectations. 

b) THE MARGINS THAT WILL BE BUILT INTO THE RATES: to cover acquisition costs 

c) THE DELEGATION OF AUTHORITY : to various levels of management for quoting rates and terms 
of underwriting m each of 5 sub categones of products by appointing Appointed Actuary or Finacia! 
Advisor or CFO to act as moderator of rates and terms for complying para 19 (v) of File and Use 


d) THE ROLE AND EXTENT OF INVOLVEMENT OF APPOINTED ACTUARY: in review of Statistics 

•) THE INTERNAL AUDIT MACHINERY: for ensunng quality In underwnting and compliance with 
Corporate Underwnting Policy 
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jntro: Th< s chapter discusses the legal 






^pectso^lalm^utle^Mh^nsure^n^lght^nnsurer 

L*gal aspects of claims 


The general law of contract 


Processing and settlement of 
claims 


The special law of contract, 
that is. principles of common 
law. as applicable to fire 
insurance 



The terms, exceptions and 
conditions of 
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Observe utmost good faith 


must take immediate steps 
extinguish the fire 



Co-operate with fire brigade 
personnel 


Other duties of the insured 



No claim under the policy is payable 
unless the terms o( this condition 
have been complied with 
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Onus of Proof: The onus of proving that the loss was the n,r * 

sufficient if insured produces evidence that the property is art,,!, . resuM of f,re « 00 the insured It is 

y 5 ac »u a lly damaged or destroyed by fire 


Legal maxim of proximate cause : There mav be comm . 

° nl r one of several events all of which have simo^taneo^v w ^ lhe insure<) penl * 

aneous, y or successively produced the loss 




actively from a new and 
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Direct losses are payable by Fire Policy but Consequential losses may be separately covered 


Questions to determine 
Proximate Cause 



Was the loss caused by peril insured 


Was the loss caused by an excepted peril 


Right’s Of Insurers Corresponding to duties of Insured’s 


To enter, take and keep possession of the premises where the loss has 

occurred 


INSURERS RIGHTS 
Condition 7 



To take possession of or require to be delivered to them any insured 
property on the premises at the time of loss 


To deal with such property by removal, sorting, disposal etc 
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il 


Warranty - 
an undertaking by the 


insured 


lhal some particular thing shall or shall not be done or 


that some condition shall be fulfilled or 


J 



IN NON-INSURANCE COMMERPiAi i auu 

to the root of the contract but merely gives nseToZmages 0 "''' “ S,iPUla “ 0 "’ ^ °' whlch *>" «* 9° 

lupuIaZ 6 ' aW rela " n9 10 ,h * Sale 0( S’ 001 *’ a w^tranly that sale is of a particular quality ,s merely a 
in insurance law. a warranty is a condition precedent. The iwo ierms are inierchangeable 

I - 

stnarS^'Z”"' aV °' d ' he C0n,rac ' ° nly " " 15 ma,ena ' 0n lhe 0,hw a warranty has to be 
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1. A breach of WARRANTY enables the insurers to avoid a claim; whether or not the breach has caused 
the loss or aggravated the loss 

3 . ex -GRATIA PAYMENTS are claims which are paid as a matter of grace where the loss is outside the 
scope of the policy or the liability under the policy, in stnct legal terms, is doubtful 


3. WITHOUT PREJUDICE: the right to deny the liability if legally entitled to do so 


A. RULES OF INTERPRETATION OF POLICIES: The intention of parties to the contract must prevail, 
and the intention is to be looked for the policy itself, read as a whole 

a; Clauses and endorsement will override pnnted matter and hand written will override all other matter 
bj Words used in the policy be given plain, ordinary and proper meaning, however, technical terms to 
be construed with their technical definitions or words have acquirod statutory connotations due to 
enactments, judicial decisions or mercantile usage 

c) The ordevary rules of grammar and punctuations to apply 

d) Any ambiguity or doubt to be given benefit of doubt to insured 


5 AMOUNT OF CLAIM PAYABLE •« governed by legal principles of indemnity end insurable interest 
The value at the time of lose and Sum Insured affixed in lhe policy 
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Meaning of value and principle of indem nity 


Value of property: is defined as the worth of anything in terms of something else for which it can be 
exchanged either in other goods or in money _ 

Value 



VALUE IN EXCHANGE 


] 


Value in use depends upon the various benefits 
the owner denves from the property by way of 
income, comfort, pleasure, etc. Value in use is 
usually measured by the cost of replacing the 
property less depreciation. This cost is usually a 
matter of opinion 


Value in exchange is determined by what a buyer 
will pay for the property or by what it would cost to 
buy similar property at the place and at the price 
ruling at the time (market value). This value can 
be fairly easily determined as a matter of fact, if 
there is a buyer and a seller 
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Market value 


j~ T h 


The term Market Value’, in insurance practice, has different meanings in different situations but the 
objective in all cases is to give effect to the principle of indemnity in a practical manner 



Depreciation 




The term depreciation' refers to the reduction in the value of the machinery due to usage, detenoration 

wear and tear. rust, corrosion, metal fatigue etc 




Betterment 






C 


The term betterment’ refers to the superior qualities of the replaced machinery such as increased output, 
reduced consumption of power, lower costs of maintenance etc. 
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The PRINCIPLE OF INDEMNITY simply says that 'the insured is adequately indemnified if he is restored 
to the financial position which he occupied at the time of his loss in relation to the property* 





ImurancY Inst ituk* of I«v1m 



PRACTICAL APPLICATIONS OF INDEMNITY 



The indemnity is 
provided on the basis 
of cost of 
reinstatement or 
reconstruction of the 
building 


At the time and place 
of loss: Any increase 
in the cost of materials 
or labour charges 
subsequent to the date 
of loss would not be 
strictly recoverable 


Deduction for 
depreciation: It has 
been mentioned that 
the cost of 
reconstruction is the 
basis of indemnity. 
But. the new structure 
may be of better 
quality than the old 
one. Therefore, 
deduction for 
depreciation is applied 



Causes of 
deterioration: Good 
maintenance of the 
building is a positive 
factor taken into 
account in fixing the 
rates of depreciation 
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If the machinery totally destroyed is relatively new. the cost of replacement less depreciation 

1 Old Machinery but performing : New Machinery subject to contribution for betterment 

2 Obsolete machinery: Cost of replacement less depreciation or betterment 

3 Partial damage to machinery: Cost of repair subject to depreciation only if there is significant 
improvement in repaired machinery, otherwise no depreciation. 

4 Deterioration in machinery increases factor of obsolescence thereby rate of depreciation. 


Furniture, Fixtures and Fittings 


Stock-In-Trade 



•cirv* in trade' refers to the merchandise (articles and commodities) which are held for sale m retail shops 
S^ wSolesate establishments, factories and also merchandise intended for sale and held ,n warehouses 



and godowns 

Manufacturer s Stocks 


Stock-in-process 


Finished goods 
Traditional and Modem view 
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Contract Price 

If insurance of imported goods (not goods of local manufacturer) are ^onTract C Dr1c?Saus© C the 
cancelled e,ther wholly or to the extern ol loss or damage is sub|ecl lo the conlracl price clause, the 

Indemnity is based on contract price 


Household Goods and Personal Effects 

If these classes of property are lost or destroyed, they can be replaced from the market and hence cost of 
replacement less deduction for depreciation is an adequate basis of indemnity 


Salvage 


oose of enforcement of the principle of indemnity ‘salvage’ has to be taken into account. 
> residual value of property which is partially damaged. 

s *rom the sale of salvage is the amount of money received from sale of damaged property. 
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Corollaries of Principle 
of Indemnity 




L 


■ ' — 



Principle of Contribution: 


Principle of Contribution: 

Principle of Subrogation: 

Principle of Subrogation: 


Under Common Law the insured would be entitled to 
claim the entire amount of his loss, subject to 
adequacy of the sum insured, from any one insurer 
who would then be entitled under Common Law to 
collect the prorata contribution from the other insurers 
had covered the same property 


If the insured is entitled to recover the whole or part 
of his loss from a third party responsible for the loss, 
then to that extent the indemnity payable by the 
insurers is reduced. Thus subrogation is implied in all 
contracts of indemnity 


Pro rata average: If there is under insurance amount of claim to be proportionately reduced 
Compulsory Excess clause: 

removal la payable on relumburaeman. baa. »ub,ec, * Mi 
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Preliminary report 


After completing his initial investigation the 
surveyor submits a preliminary report 


tfnZwce to, me amoan, o. sue, toss shell be pay** by L 


the insured 


rwhame voucher and cheque settlement: The discharge voucher is to be signed by all the 
persons named in the policy as The Insured', and the cheque is drawn in favour of all parties 

mentioned in the policy 



Pavment of on account settlements 1 : In very large losses the insured desires and the 

A^vors mcommends payment of on account settlements where the insured has already I 

entoris m the course of spending, on repairs, replacement, etc of damaged property M 


SUI 
spent 
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H 

KNOWN OUT STANDING CLAIMS: The claims which are not paid 

IBNR: Provision of further amounts for old claims, for which provision was found 

1 

H 

SURVEYOR’S DUTIES The surveyor’s primary duties are given in Rule 13{1) of Insurance 
Surveyors and Loss Assessors ( Licencing. Professional Requirements and Code ot uonoucx; 
Regulations. 2000 u 


'"‘CLAM PROCEdUR£ On inlimation of any loss where a surveyor has to be appointed lor 
assessing a loss claim. It shall be so done within 72 hours of the receipt of intimation from 
the insured, and surveyour has to communicate his findings with in 30 days but in no case 


L_ 

\rz 

If an insurer, finds that survey report is incomplete in any respect, the insurer shall require the 
surveyor under intimation to the insured, to furnish an additional report on specific issues as may be 
required Such request may be made within 15 days of the receipt of the original survey report and 
Surveyour to comply within three weeks. Failure to settle within 7 days of acceptance of offer 
will render insurer liable to pay interest at 2% above the Bank rate J 

J 

: 

'^feus.'NESS It^t^RRUPTlbN^LAIMS: In business Interruption claims the surveyor gets into 

v role of MD of insured and advises the insured as to how they can restart the operations 
quickly, as to how they can cut down the period of interruption and also reduce the shortage in 
output /'turnover. J 

i 
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REINSTATEMENT OF CLAIMS: SP^f^^tion 

released wdh In 15 days.subiec, lo conf.rmallon „l 

liability 


m inTinw ri AIMS- The Surveour advises methods to restart operations 

^ feduce lhe shortage ° f 0111 pu 


PROCESS OF SURVEYING: 
EXAMINATION Of POLICIES: 
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itffcP^CTIbN OF tHE SCENE OF LOSS: 

Simple And Small Losses: the surveyor would inspect the damaged property or its remains, 
illfinins the cause and extent of loss and submit his report. 


Large complicated losses: the process of inspection is elaborate and comprehensive The 
first step is to take or recommend measures directed at minimisation of loss and protection of 
salvage 


r 


r-t. 


L 


A thorough examination at an early stage of undisturbed salvage, may reveal the real or most 
probable cause of fire. A detailed examination of the salvage would involve shifting, sorting, 
counting, weighment measurement, chemical and physical tests, etc. 






General process of loss assessment 





Determination of value of 
property and amount of loss 
suffered 


Comparison of known condition 
before loss with condition after 
loss 


The condition of the property 
provides evidence of its sound 
value and the amount of loss 
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CAUSE OF LOSS 

a. Examination of early stage 

b. Pattern of Fire 

c. Involvement of Technical Experts 

d. Unmistakable evidence 

e Combustion. 

f. Explosion 

g. Unknown Ongin 

h Determination of details related to loss 
I Features of the property 
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Building 


If new buttding is destroyed, the original records of Iho cost of construction may t>e availabJ^rorri 

which thp cost of re -construction may be built up 


Machinery 


k>*s on imaged machine or equipment is determined by the cost of repair subject to deduction 
for betterment 


Furniture & Fixtures 

Thfl k>s * * ss *ssment is based on replacement cost less depreciation 

deduction for betterment 


or cost of repair subject to 




Household Goods and Personal Effects 


The C0SI °' re P lacem enl or repair or reconditioning' is determined by the 

experience 




The quantn*es will have to be determined by a careful study of the production flow charts process 

accounts, etc. spread over a fairly long period 
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Stock And Merchandise 




Stock In Process 

Quantities will have t o be determined by a careful study of the productiorHiov^hartsQrocess 
accounts, etc spread over a fairiy long penod 


Final Survey Report 

There « no standard survey report form fiance eacl 
However tha final survey report generally c 

i surveyor uses his own format for submitting report 
onsists of the following items of information 

Name of »•# meured 

Address of tha insured 

J 

Name of (tie bank 

Interest of a financial 
institution or othar 
mortgagee 
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du«Tri » !,«/' ’ r ' rtP, ' : * W,H h ** P ^ un(Jofl,ftntl ab *M trailing kisses which result from *tnppei|«) of tiosinest 


Trading loaaaa 






Fire insurance affords cover for ‘mntorlal damage' 


The object of loss of profits Insuranco (also known <i» Cotmmiunntiel I ohm or Business Interruption 
Insurance) Is to make good some of tho trading losses 
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Inlro: Mu* WlllliMp yinniixlhfktwt rtstAUvU*) 

due to a fir* 


lfj% M$% tf#jh f+VM fcdD vl oppgjo of 


Trading losses 


I Ira Insurance affords cover for 'malarial damage' 


r 


I ho object of loaa of profits Insurance (also know n as Consequential Low or Business Interruption 
Insurance) in fo make good some of (he trading loaaea 



Trading losses 


l hi* trading inssos which result from stoppage of business may be considered under three headings 


Net profll 


Standing charges 


Increased cost of working 


Loss of profits is determined and measured with reference to reduction in turnover and this « the basis 


adopted in profits insurance 


fhiww 

I tlMdtU* III I*"** 


Chapter 9 
Consequential Loss Insurance - 1 


ELEMENTS OF TURNOVER 


Variable charges 


Standing Charges 


nmduced by applying the rate of gross profit to the reduction .n 

measure of .ndemn.ty 

turnover during en agreed ponod (otlovang 

indemnity in respect of toss of gross profits 
~ - - — - “ ■ ■ “ * “ 

may vary from 3 months to . y 


The sum Insured 


„ rn. 7 nsu.ad i account, e g. Iradmg and Prof* and l«« 

The *um Inaured la to be compu e account* 
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The Contequential Lots Policy 



T oSlteJISi r.12!!? wh .! ch says that the Insured 


policy and claim under C f PcmZ !, , , 6 lnsure< > rnu8t m a.nta>n a material damage fire 

™ unc1ef C 1 Pollt V w 111 ^ Pa»d only ,f the matenal dam age claim fc pa.d or payable 

Schedule 


The Schedule provides loc Incorporalion ol (he particulars of the indrvidual 

□ The Insured. 

□ The Business; 

□ The Premises, 

□ The Sum Insured; 

□ Period of Indemnity; 

*J Period of Insurance. 

J Penis covered, 

J Rate. 

J Premium 


contract under the following 





Chaptor 0 

Consequential Lots Insurnnco - 1 


i r 




Adjustment Clauso: Adjustment to the pro fire to calculate tho loss Inking into consldorntion trend 

business. 





^tyC^r^nST peri^ tetos men the stm^n T nCC °' inUnq per,od of 12 mon,hs most 
respect of the difference suV< toTmaitu^cS ZVo'ZL"* ^ °' " 


-on..qu.n 
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Notice shall be given to the company and if required, an additional premium paid, if the rate of prerr 
payable under the policy is increased (Condition 2). 


I The Turnover during that period in the twelve months immediately before the date of the damage which 

corresponds with the Indemnity Penod 



Losses not payable 


No claim is payable or any 'on-account' payment shall be paid, if the terms of this condition are not 
complied with (Condition 3). 


Condition 5 provides that the policy and the schedule shall be read together as one contract and 
Condition 6 excludes war and kindred penis 


Business Interruption (FLOP):The following minimum deductibles are applicable 


Other than Petrochemical Risks 


Petrochemical risks 


7 days of Gross Profit 
14 days of Gross Profit 
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Intro: This chapter discusses about C. L. policy, wage Insurance, lay off compensation and 
Insurance of Auditor s fees 




Consequential Loss Insurance Poll 


The rate of premium for C.L policy consists of two components 


Basis Rate 


Basis Rate 


The Basis Rate for consequential loss resulting from material damage shall not be less than 1.25 times the 
full 'Average Fire Rate’ of the items covering the contents of the process blocks of the premises occupied 
by the insured for the purpose of business to which the insurance applies except where otherwise provided 


Extensions 


iyment of additional premium, the C.L. Policy can be extended to include "Add-on” covers included in 
' • re policy such as Earthquake. Spontaneous combustion, Accidental failure of public electricity / gas I 

water supply, etc 
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Insureds Property at Other Locations 






w 
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Dual Basis of insurance 

This is a modem method of wages insurance and is becoming increasingly popular Under this scheme 
wages are entirely removed from the gross profit cover, and are Insured as a separate item. All wages 
are covered in one item and for one amount - for an initial period, and a proportion only of wages for 
the remainder of the indemnity period 


Features of Dual Basis 



Carry over provision 


I I InavsSde ff&f 030 u,llised during the remaining period. Thus, the insured 

y abour immediately following damage, and utilise the labour force in good time before 

required on actual production 


Option to Consolidate 


exis^n^ua^ba^s^^r'mtn 3 ^ t?rai'nhrf SUre ^H S -inn en the option to convert - withoul additional charge, his 
~xi sui g dual oasis cover into a straightforward 100 percent wages cover for an increased number of weeks 

but without any continuing cover other than whatever may be available by the carry-over of savings 

provision 


J 
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Advantages of Dual Basis: The wages are entirely removed from the Gross Profit cover and receive 


Lay-off / Retrenchment Compensation 


Due to operation of certain regulations under the Industnal Disputes Act, 1947, a statutory payment 
has to be made by employers as per the provisions incorporated in the Act to such workers, as are 
laid off and / or retrenched in the event of closure of manufactunng concern due to circumstances 
beyond the control of the employers such as Tire* or the operation of any other insured peril 


This liability is found to be quite substantial and is usually desired to be covered under the 

lass noiicv bv the concern The cover is specifically meant to include Insured s liability 
consequential .oss y unde r the Act towards employees 


Th* ,~m -Lav-off is defined in the Industnal Disputes Act as Mhe failure, refusal, or inability of an 
-Lover on account of Shortage of coal, power or raw matenals or the accumulation of stock or the 
of machinery or for any other reason to give employment to a workman whose name is 
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Th<* tMfm Rotronchmonr la defined as “the termination by the employer of the service of a workman for 
. » .i\on whataoevor, otherwise than as a punishment inflicted by way of disciplinary action but does not 

include 


a) Voluntary retirement of the workman or 


"TTT?nTfii!TTfwinirtf w wn r vma r ran reaff nr nq r mg Bga N supg r anmi a won. i nngT wnfracrpf tne 

employment between the employer and the workman concerned contains a stipulation in that behalf 

- — ■ nr ■ 1 — 


r:)Termination of the service of a workman on the ground of continued ill-health 


d)The < . onsation payable by the employer for "Lay-Off or ‘Retrenchment’ Is laid down in the Act. It 

is imports i : hat the sum insured fixed under this extension should be adequate to cover the total legal 
liability of the employer under the Act. If not. pro-rata average will apply 


I e) The extension clause defines ’’employees 1 ’ in line with the definition in the Act and. in addition, 
* excludes those employees whose remuneration is insured as a standing charge under Gross Profit item 
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Auditors Fees 


7, nfior mndition 3 of ihe policy the insured is required at his own expense to produce books of account 
Under co an( j other documentary evidence to support his claim 

=|S^3fS7Skhis auditors to produce the information required. It is also «>nvenient for 
ZWvevoreto work in conjunction with the auditors, thus saving a good deal of t.me and 
tne y unnecessary work to the insured j 

insured These fees are to be distinguished from normal audit 
The ol business .nW. are msu.ed as stands ch»g. | 



Gross profit specification 


Output' Basil of Specification 


Turnover is used as the Index of fjjjj 

and therefore, as the measure of loss, in the yreai 
majority of consequential loss insurances 


Trie woffling i >t tr >■ Output basis of specttii oli.m 
is the same as that used for Turnover 
specification, except that Turnover' is substituted 
bv output* 
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Output is defined as the quantity of commodity (to be specified) produced at the premises measured in 
units of 

Calculation of loss under output basis follows the same approach as under turnover basis 


1" ,S> ac ^ >ple<1 vv ^ ere 'oss measurement under turnover basis does not provide a fair 

. - , 4Cfl tK e nS .y. ' as ' Ahen accu mulated stocks are used by the insured to maintain turnover in 

case there will be no reduction in turnover although there is reduction in output 


Difference’ Basis of Specification 


Un Qos?nq Stock^ceedsTS amount 5 y the Sum of the Turnover and the amount of the 

Closing stock exceeds the sum of the amount of the Opening Stock and the amount of the Specified 

Working Expenses 


1C* ■' onsequent 


nsurartc* 
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GROSS I I I POLICIES Sullnblo for professional ptrsons 


Duties of Insurod 


Notice must be given to the Company forthwith 


Steps must bo takon to mlnimlso tho Interruption 



Particulars of claim supported by necessary evidence, must be furnished within 30 days after expiry 

of the Indemnity period 

Payments on account already made, must be repaid in tho event of non-compliance with any of the 

rsquiMimenta of (ho • ondWon 
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Intro: This chapter discusses the features, components of and risks covered under tome specialised policies 
cat Tanff and Industrial All Risk Pollc 


Specialised policies 


Components of Petrochemical Tariff 



Need A Definitions 
Eligibility critena 

gating procedure for arriving at the basic rate of the plants. 

s<J P enor features respe ctively 

Recomm ended distances between plants, plants and tank farms, utilities etc 

Details of Mutual Aid Scheme', 

Application of Sile nt rates'. 

Regulation s for electrical installation, fire and explo sion protection system, etc 

IC-d7 Fire and Consequential Loss 


Chapter 11 

Specialised Policies and Overseas Practice 



Risks covered under Petrochemical Tariff 



Standard Fire and Special Penis Policy is issued to cover manufacturing nsks. storage nsks and 
miscellaneous blocks ratable under Petrochemical Tanff 2001 


AM premises and / or goods ratable are subject to the provisions of A I FT unless otherwise 

specifically provided 




ini 


reqi 


mg cover 


AM nsks falling under this Tariff have to satisfy minimum requirements for grant of cover 


m 


. 1ol fcuxing Clast A and B products They have storage capacity e«cee*ng 30 000 

NO tans are ^ K Litres 


Silent Risks 


only ,( ati trie hydrocarbon / flammable materials /combust*** matonata 
The nsk w d**"*** 4 **™ b ,*,«*, purged <• e all apparatus and piping have been thoroughly 

of Siler. I jmood and *oukl continue to be so throughout the sdr* period 



un»«qu«ntUl l ass ln»ursnca 
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Cl ass A 

Class B 

Class C 


Flash Point 

_Below_and_up jo^ 23° C 
_Above 23° C and up to 65°C 

Above is S' ( : ,»r*< t uf > ii > • m 


Rating: The basic rate for each petrochemical plant 


is arrived at on the basis of the following factors: 


Properties of 
chemicals 


Quantity of 
flammable 
materials handled 


V. 


Type of each 
identifiable 
process / 
operation 


Temperature and 
Pressure 


Material of 
construction 


Excess Clause 


^ IO ss in matenal damage insurance for all perils. The excess is applicable per event and per 


insured 
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/ 

Office and Staff 

'1 


Industrial Members Fire Fighting 



Interchangeability of equipments 



Industrial All Risk Policy 


All industrial risks (other than risks ratable under Petrochemical Tariff) having overall Sum Insured of 
Rs 100 Crores and above in one or more locations in India shall be eligible for Industrial All Risks 

Policy 


Perils 
under IAR 
Policy 


Fire and All Special Perils 
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EXCLUDED LOSSES 


EXCLUDED PROPERTY 

COMPULSORY DEDUCTIBLES 
CLAUSES 
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Rating is based on 

■ 


Risk Assessment Report of the 1 1 Qeductible opted by the insured 
Engineer 

Claims experience 

Sum Insured 







Sum Insured 



1 The policy for Buildings. Machinery, Furniture, Fixtures, Flings and Electrical Installations shall be on 
r Reinstatement Value Basis only, while the Stocks shall be covered on Market Value basis 






1 

- jjimjpjpi 

Practice In UK 

Wk 

~ 



Thefe ,s no Fire Tariff in the U K. However, ensure uniformity \ the Association of British Insurers 
CAB* Kas issued a book THE RECOMMENDED PRACTICES, Wordings and Procedures 
' 1 relating to Matenal Damage. 

STANDARD FIRE POLICY covers only Fire, Lightning and Limited Explosion 
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"All Risks" Policy 


All Risks Policy: This policy specifies the exclusions. All other perils are generally covered 
Lloyds Fire Policy: Other Perils written in Fire Market 



Fixation of Sum Insured 

Buildings, machinery accessories, furniture, fixture, fittings and electrical installation are advised to be 
| covered on the reinstatement value basis. The other clauses that are available are 

| Escalation Clause "" j 

1 Local Authorities Clause 

. Cost of Erection || *~'*£*“ 
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Practice in the USA 
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The broad categories of property covered are: 

a) Building: defined as the structure plus permanently installed fixtures, outdoor fixtures property used 
to maintain and service the building, such as fire extinguishing equipmen , app lances or 
refrigerating, ventilating etc. 

b) Business personal property. 

□ Furniture and Fixtures 

□ Machinery and Equipment 

□ Stock etc. 

c) Property of others e g.. Leased Property or property under process, etc 


The BPP provides several supplemental coverage's 

□Pollutant clean up and removal 

□Preservation of Property 

□Fire Department Service Charges 

□Valuable papers and records 

□Off Premises extension 

□Out door property 
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Insured Perils 



The perils covered under the policy depend upon the Causes of Loss' form 

selected by the insured. 


i 

Basic, Broad and Special forms are available 

[fleW 


Commercial Package Policy (CPP) which includes the following coverage parts 


Commercial 

property 


Boiler and 
Machinery 


Commercial 

crime 


Commercial 
inland marine 


Farm 


Commercial 
auto and 
liability 


ROLE OF GENERAL INSURANCE COUNCIL: represents the collective interests of the Non-life 
Insurance companies in India The Council speaks out on issues of common interest; helps to inform 
and participate in discussions related to policy formation; and acts as an advocate for high standards 
of customer service in the insurance industry 
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